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strikes the reader is the terrific shock that has 
been given to the agricultural economy of a 
large part of Europe and various disproportions 
or distortions that appear in the picture as it 
relates to the grain-exporting countries. Thus 
in 1943-44 the four major exporters in total 
used more wheat for feed, fuel, and alcohol 
production than they used for food. In Canada, 
the largest exporter, nearly double the amount 
of wheat was fed to livestock or poultry than 
was currently used for domestic food. Because 
of the use of wheat for feed and for the produc- 
tion of industrial alcohol, the United States, 
long ranked as an important net overseas ex- 
porter of wheat and flour, became the second 
largest net importer in the world. In the Argen- 
tine over sixty million bushels of old crop wheat, 
carried under unfavorable storage conditions 
until unmillable, was used as fuel. Russia, with 
an important part of her wheat area overrun 
by Germany, sought imports from North 
America, while the United Kingdom pushed up 
the production of wheat from an average of six- 
ty-four million bushels between 1934-38 to 
twice that amount in 1943. How to bring this 
artificial situation back to a pattern of reason- 
able stability based on international trade is 
one of the problems facing the planners of the 
postwar world. For the immediate future the 
authors predict that shipments of wheat and 
flour to Continental Europe will be consider- 
ably smaller following the termination of this 
war than after 1918. The longterm outlook is 
still more uncertain, depending to a large extent 
on national and international policies yet to be 
determined. 

D. A. MAcGIBBON 


Board of Grain Commissioners 
Winnipeg, Manitoba, Canada 


How Nazi Germany Has Controlled Business. By 
L. HaAmBurGER. Washington: Brookings 
Institution, 1943. Pp. ror. $1.00. 


The Nazi Economic System: Germany's Mo- 
bilization for War. By Otto NATHAN, with 
the collaboration of MILTON FRiep. Dur- 
ham, N.C.: Duke University Press, 1944. 
Pp. 1x+378. $4.00. 


The analysis of the Nazi economic system 
has crystallized into three distinct theories. 
Most widely accepted is its interpretation as a 
military economy. It implies that military rules 


have replaced economic principles in the con- 
duct of economic activities. On the other ex- 
treme is the monopolist theory which sees the 
Nazi economic system dominated, in part or 
whole, by capitalist monopolies, notably car- 
tels. The intermediate position is taken by those 
who present the theory of state capitalism. 
Party and monopolies divide the power and 
management of the economy between them. 
This mutual dependence has led to a gradual 
transformation of the traditional economy into 
a system of state capitalism. 

The two studies under review do not explic- 
itly follow any one of these theories. They 
concentrate upon the methods and techniques 
of economic control rather than the nature of 
the Nazi economy. Similar in their objective, 
both writers address themselves to different 
groups of readers and cover or stress different 
measures of economic control. Dr. Hamburger 
confines himself to a popular “‘running story of 
Nazi business control’ and analyzes its effect 
upon business concerns. Professor Nathan 
offers a comprchensive volume in comparative 
economics that is primarily of interest to econo- 
mists and covers nearly all features of the Nazi 
economy from 1933 to 1939, and some of the 
war period. 

The Nazis had, Dr. Hamburger believes, a 
choice among three methods of control, namely, 
nationalization, commandeering, and regula- 
tion. They chose regulation of business. The 
chapter upon “entry into business” starts the 
description of the regulative measures. It is fol- 
lowed by an examination of the controls to 
allocate capital, materials, and labor; classifies 
the types of price control and cost accounting; 
presents the imposed limitations upon the vol- 
ume as well as use of profits; and ends with the 
conditions under which the controls can be 
evaded and business terminated. The descrip- 
tion is very concise and may prove very handy 
for readers who desire a survey or some specific 
information on particular measures of regula- 
tion. 

The author concludes that “in every essen- 
tial respect the Nazi control of business is to- 
tal.’’ It is unlimited in its power and affects 
every unit and phase of business life. But in not 
defining his terms of ‘“‘regulation” and “con- 
trol of business,’’ and in avoiding an analysis 
of the economy itself, the writer is unable to 
explain the most typical fact of a Fascist econo- 
my, namely, the coexistence of private owner- 
ship of property and “control of business.” He 
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merely asserts that “‘total regulation has done 
a job equivalent to nationalizing.”’ Obviously, 
the lack of a sociological theory on the struc- 
ture of dominated groups vitiates his attempt 
to assess the role of business in state capitalism. 

Professor Nathan presents and analyzes the 
institutions and processes of the Nazi economy. 
His very detailed description of the institutions, 
covering more than one-third of the book, be- 
gins with the “entrepreneurial associations”’ 
(“Organizations of Industry”) and the govern- 
mental agencies of economic regulation. It is 
followed by a discussion of cartels, the Reich’s 
food estate, the labor front, and other agencies 
of control in various fields. The author con- 
cludes that the governmental agencies domi- 
nated the entrepreneurial associations, which, 
in turn, subordinated the cartels to their will. 
But it seems to the reviewer that this judgment 
is not supported by conclusive evidence. Not 
until the beginning of the war did the reorgan- 
ized state agencies, described in the book, re- 
duce the associations of firms to quasi-govern- 
mental agencies and apply the leadership prin- 
ciple to cartels. Moreover, the thesis of a com- 
plete domination of the associations of firms by 
the party-state does not contribute much to 
the understanding of the Nazi economy. For 
instance, it is not easy to see why these associa- 
tions are necessary for, and functioned in, the 
operation of the economy. A modified sociologi- 
cal theory of domination and a new political 
theory of the party-state seem indispensable 
for the analysis of the intricate relations be- 
tween the various institutions of the Nazi 
economy. The author, however, falls back 
upon the traditional theory of state interven- 
tion and thereby dismisses implicitly the asso- 
ciations of firms as an instrument of economic 
regulation. 

In the analysis of the nature of the Nazi 
economy the author finds three different prin- 
ciples in operation. First, it is said, that the 
traditional price and market mechanism has 
been completely replaced by a planned econo- 
my. The Office of the Four Year Plan is seen as 
the supreme economic command; the modified 
cartels are considered as the means of economic 
co-ordination. ‘“‘A completely planned economy 
was projected in agriculture.”” Market factors 
were excluded as determinants of prices which 
were fixed now by the state. But what was the 
master-plan, what were the principles and scope 
of economic planning? In spite of several at- 
tempts to formulate one we must come to the 


conclusion that the Nazis had no detailed and 
integrated plan (p. 157). In the pre-war period 
we find much evidence of partial planning for 
the diversion of resources and facilities from the 
civilian to the growing military sector. But 
there is no convincing evidence for the thesis 
of a fully planned economy prior to the war. 

The second principle of analysis, namely, 
economic control, is presented in the study of 
production and the regulated markets. Direct 
control can be observed in the field of produc- 
tion. The author’s classification of the various 
regulatives into production, marketing, and 
inventory orders is very enlightening, and this 
section is perhaps the most penetrating of the 
whole study. Indirect control is found especially 
in the field of price-fixing. The laws, agencies, 
and forms of price-fixing are given in great de- 
tail. But what is the theoretical significance of 
price control? The price mechanism is no longer 
abolished. Price formation is not automatic 
but is manipulated by the state (pp. 215-17). 
The principles of manipulation—as distinct 
from its forms—are not given. Thus the actual 
role of the price mechanism in the pre-war 
Nazi economy remains obscure. 

The third principle of analysis, military 
commandeering, is most conspicuous in the 
study of the labor market. The “workers are 
automatons in the service of the military state, 
a state which dictated the type of work, the 
place of work, and the income from work” (p. 
171). The worker has been transformed into a 
soldier. The labor book is an indication of mili- 
tary conscription; hiring and firing has been 
replaced by military orders. Thus the Nazis 
developed a military economy. Military orders 
penetrated into all economic fields but mili- 
tarization is more striking for laborers because 
of the ideological conflict between the dicta- 
torial party and the laborers. 

Unfortunately, the author does not integrate 
the three principles of analysis which a careful 
study of his book reveals. We are thus at a loss 
to know whether the Nazi system is primarily 
a commandeered, a controlled, or a planned 
economy. We quite agree that much of the es- 
sential information is unknown and that many 
questions cannot be answered until the German 
archives are open to public scrutiny. But the 
resolution of theoretical issues involved in the 
problem will hardly be found in records. It is 
our impression that the missing theoretical 
unity of the study could have been achieved 
through a concentration upon the second and 
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more developed phase of the Nazi regime. For 
it seems no longer uncertain what the nature of 
their economic system is, because control and 
commandeering have been translated into a 
new type of economic war planning. 


ARTHUR SCHWEITZER 
University of Wyoming 


The American Patent System: An Economic In- 
terpretation. By WILLIAM B. BENNETT. Baton 
Rouge: Louisiana State University Press, 
1943. Pp. vi+259. $3.00. 


The task which Bennett has set himself is to 
evaluate the economic effects of our patent sys- 
tem. Economists have paid too little attention 
to patents and other devices by which the law is 
invoked as a weapon in competition and as a 
support for monopoly. Such an inquiry is pe- 
culiarly timely now, when public investigations 
have supplied an unprecedented and still only 
partly assimilated mass of information about 
the use which has been made of patents in par- 
ticular instances and when sweeping proposals 
to amend or supplement the patent laws are 
being urged upon Congress. 

Unfortunately, Bennett has overlooked some 
of the best recent materials about his subject, 
both informative and analytical. His Bibliog- 
raphy includes the patent hearings of the Tem- 
porary National Economic Committee, the 
hearings held in 1942 by the Senate Patent 
Committee, and the earlier hearings by the 
House Patent Committee between 1930 and 
1938. However, it omits the Federal Communi- 
cations Commission’s valuable studies of the 
patents of the American Telephone and Tele- 
graph Company and Walton Hamilton’s mono- 
graph on patents for the Temporary National 
Economic Committee. It includes judicial de- 
cisions in only four of the legal proceedings in- 
stituted by the United States in which the use 
of patents has been questioned—the Bell Tele- 
phone, Shoe Machinery, General Electric, and 
Ethyl Gasoline cases, the first three of which 
were concluded prior to 1927. 

Moreover, Bennett has not made full use of 
the materials which he has examined. His dis- 
cussion of the nature of the patent system, the 
incentives which animate it, and the techniques 
by which patents are exploited is derived from 
opinions expressed by witnesses before the 


Temporary National Economic Committee, 
from other books about patents, and from writ- 
ers on economic theory as diverse as Béhm- 
Bawerk, J. B. Clark, Friedrich List, and Ed- 
ward Chamberlin, but scarcely at all from the 
available records as to what particular concerns 
did with particular groups of patents. The use 
of case studies is confined almost exclusively to 
a chapter on patents and international trade, 
which emphasizes the problems of national se- 
curity raised by the patent controls over syn- 
thetic rubber, tungsten carbide, and tetracene 
cartridge primers, and to chapters on the anti- 
trust laws, which use cases in an attempt to de- 
fine the legal limits of the patent monopoly. In 
other chapters the conclusions are reached upon 
the basis of other people’s conclusions and of 
Bennett’s own theoretical analysis, but sub- 
stantially without direct check against the 
evidence. 

The book suffers from inaccuracies in state- 
ment of fact, such as the suggestion that the 
Hartford-Empire case resulted in a consent de- 
cree, and from insufficient discrimination in the 
handling of ideas, such as the conclusion that 
the inventive process in the United States must 
be more active than elsewhere because a larger 
number of patents are issued in this country. 

Apart from such matters of detail, however, 
fruitful study of the American patent system 
requires a different starting-point from Ben- 
nett’s. He does not adequately face such ques- 
tions as whether or not patents accurately re- 
flect the process of technological invention and 
whether or not the inventive process rests to- 
day upon the initiative of the individual inven- 
tor. Still less has he envisaged patents as weap- 
ons which are capable of subtle and varied uses 
in attaining a market advantage. He does not 
see clearly that patents are legal, rather than 
technological, devices. 

Information is now available to study how 
these legal rights are used, to describe the im- 
pact of corporate patent behavior upon the 
market relations of business enterprise, and to 
make at least the beginnings of an appraisal of 
the relation between the lawyer’s process of in- 
venting patent claims and patent maneuvers 
and the technician’s process of inventing tech- 
nological improvements. Those of us who have 
dabbled in the patent materials are eagerly 
awaiting a comprehensive study of this type. 


Corwin D. Epwarps 


Northwestern University 
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